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EXECUTIVE OFFICE OF THE PRESIDENT :
OFFICE OF MANAGEMENT AND BUDGE

" PPROVED

R  uguet 15, 2002 Aezlm
C e § Qg l o;-' : MQ i
THE PRESIDENT HAS SEEN

- MEMORANDUM FOR THE PRESIDENT

SUBJ'ECT: Enrolled Bill H. R 309 - Guam Forelgn Investment Equxty Act
' Sponsor DeI Underwood (D) Guam

Last Day for Action

August 24, 2002 - Saturday

~Purpose
Requires the government of Guam to tax foreign investers at the same reduced Federal

income tax rates which they are subject to in the 50 States under tax treaties between the Unlted '
~ States and foreign nations. '

Agency Recommendations

Office of Management and Budget SRR Approval
Department of the Interior ‘ . ' ApprevaI
Department of the Treasury ' Approval
Department of Justice o o ~No objection (Informally)
Department of State S SRS ~ No objection (Informally)
~ Department of Labor B o * No comment (Informally)
Discussion

Guarh is an unincorporated territory.of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code Guam taxes
forelgn investors at the 30 percent rate. \ :




The United States has entered into bilateral tax treaties with over 60 nations which lower
- the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
cconsidered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as -
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treatles
with foreign countries.

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
~investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation."

 Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States-on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam, and

‘bolster its economy."

We join the Departments of the Interior and the Treasury in recommending approval of |
-~ H:R. 309, which passed the House by voice vote and the Senate by unanimous consent.

/WZMQ

Mitchell E. Daniels, Jr.
Director

... Enclosures



H.R.309

©ne Nundred gsznznth Giungrzzﬁ
of the

~ nited States of America

AT THE SECOND SESSION

Be_guﬁ and held at the City of Washingtoﬁ on Wednesday,
the twenty-third day of January, tiso thousand and two

An Act

To prowde for the determination of withholding tax rates under the Guam income
‘tax.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled, .

SECTION 1. SHORT TITLE.

This Act may be cited as the “Guam Foreign Investment Equity
Act”.

SEC. 2. AMENDMENT TO THE ORGANIC ACT OF GUAM.

(a) IN GENERAL.—Subsection (d) of section 31 of the Organic -
Act of Guam (48 U.S.C. 1421i) is amended by adding at the end
the following new paragraph:

“(3) Ini applying as the Guam Territorial income tax the income-
tax laws in force in Guam pursuant to subsection (a).of this section,
the rate of tax under sections 871, 881, 884, 1441, 1442, 1443,
1445, and 1446 of the Internal Revenue Code of 1986 on any

_item of income from sources within Guam shall be the same as
the rate which would apply with respect to such item were Guam
" treated as part of the United States for purposes of the treaty
-.obligations of the United States. The preceding sentence shall not
apply to determine the rate of tax on any item of income received
from a. Guam payor if, for any taxable year, the taxes of the
, Guam payor were rebated under Guam-law. For purposes of this
4 ‘ subsection, the term ‘Guam payor’ means the person from whom
o the item of income would be deemed to be received for purposes
oSf claiming treaty benefits were Guam treated as part of the United
tates.”
(b) EFFECTIVE DATE.—The amendment made by subsectlon (a)
s}l:alllx apply to amounts paid after the date of the enactment of
the Act.

APPROVED o ’ PreszdentheSenate pro 7"@;.1. o

AUG 2 1 2002
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Umted States Department of the Intenor

OFFICE OF THE SECRETARY . ', b«umenvoﬁlm.nuvciaf

. Washington, D.C. 20240 v T 18 A9N999
AUG 0 8 2002

Honorable Mitchell E. Daniels, Jr. - .
Director, Office of Management and Budget

- Attention: Assistant Director for Legxslanve Reference
Washington, DC 20503

.Dear Mr. Damels

This letter responds to your request for the views of the Department of the Intenor with respect |
to enrolled bill HR. 309, the Guam Forelgn Investment Equltv Act. -

We recommend that the Presxdent approve the enrolled b111 :

Foreign investors who do not reside in Guam contnbute szgni'ﬁca.nﬂy to the economy of Guam. 4,
. Currently, however, United States tax law requires that fofeign investors in Guam who domot- ~ -.-
reside in Guam, must pay taxes of thirty percent on the gross amount of interest, dividend, rent,
- royalty and other periodic income derived from investments in Guam. In the fifty states, foreign
investors in similar circumstances pay taxes, but the rate of tax is often significantly less under
one of the over sixty tax treaties to which the United States is a party. This disparity in tax rates
~ has proven to be a disincentive for investment in Guam by foreign investors. Under the bill,
foreign investor income would be subject to tax at the rate that would apply were Guam covered
by United States tax treaties. H.R. 309 would level the playlng field for Guam, and bolster its .
. economy.. - : S :
The Administration has supported the enactmem of H.R. 309 in tcstlmony of this Depanment
- before Congress on July 27,2001. =

“We contmue to support H. R 309 and we recommend that the b111 be sxgned

Smcere

f)%”)/'

P. Lynn Scarlett
~ Assistant Secretary for Peclicy,
Management and Budget
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DEPARTMENT OF THE TREASURY
T WASHINGTON .

Angust 6 2002

ASSISTANT SECRETARY

The Honorable Mitchell E. Daniels, Jr.
Director, Office of Management and Budget
Executive Office of the President '
Washington, D.C. 20503.

Altention: Assistant Director for Legislative Reference

Dear Mr. Daniels:

This responds to your request for the views of this Department on enrolled bill H.R. 309, the
“Guam Foreign [nvestment Equity Act,” that provides for the determination of withholding tax
rates under the Guam income tax. ‘ o

Guam is an unincorporated U.S. territory. However, for most purposes of the Federal income tax
laws, including income tax treaties, Guam is treated as a foreign country rather than as part of the
United States. Thus, Guam corporations and other Guam entities, as well as investors in those
entities, are subject to Federal income tax only in the same circumstances that foreign entities
(e.g., Brazilian or Malaysian entities) and their investors are subject to Federal income tax.

~ The tax law of Guam (which is termed the “Guam territorial income tax”) currently in effect is
the Internal Revenue Code (IRC) with all refererices to the “United States”™ changed to “Guam.”
Thus, non-resident foreign persons pay tax to Guam on interest, dividends, rents and royalties
from sources within Guam at a rate of 30 percent, just as foreign persons not resident in the
United States pay a 30 percent tax to the United States on such incopre from sources within the
United States. AR

U.S. tax weaties lower the rate of U.S. tax on interest, dividends, rents and royalties from sources

within the United States paid to residents of our treaty partners. Because Guam is not treated as

part of the United States, those treaties do not Jower the rate of Guam tax on foreign investment.

Moreover, Guam cannot itself lower its tax rates, by weaty or otherwise, because the Organic Act
"of Guam requires that Guam apply the rates specified in the IRC.

H.R. 309 would amend the Organic Act of Guam to provide that the rate of Guam tax on foreign
investment will match the rate that would apply were Guam considered part of the United States
for purposes of our income tax treaties. H.R. 309 therefore lowers the rate of Guam taxes on
foreign investment in Guam. H.R. 309 also contains a provision that would maintain the current
rate of Guam tax in any instance in which the Guam payor of the interest, dividend, rent or
royalty had its taxes rebated by Guam. That provision prevents the inappropriate use of Guam
ennfies to avoid taxation. - '
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In view of the foregomg, the Department of the TI'C:ISUIV <upports the enrolled bill and
r‘_commends that the Presxdem sxgn it mto law.

- “\'.’Sincerelry,,l” o
\Jo 1\guncan o '
)tssa«s“fant Secretary ( Leglslanve Affznrs)




I H.R.309

Bills Received at the White House

Date received and
notification to OMB: 8/13/2002

Last day for action: 8/24/2002

Official Title

An Act to provide for the determination of withholding tax G L{
rates under the Guam income tax. | .37




SS/ RM NO. 518664
WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15-02, 11:00 PM_ ACTION I CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00 PM

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

ACTION FYI ACTION FYI
VICE PRESIDENT = O HUBBARD O u
CARD o&%— I]/ [0  IRASTORZA O O

| BARTLETT e { O JOHNSON O O
BLAKEMAN O O LINDSEY Ol O
BOLTEN u/ < I!/ O  MARBURGER . O
BRIDGELAND O O MIERS -3 i
CALIO &4 U/ O RICE O |
CONNAUGHTON o & I/ [0 RIDGE an m
DANIELS O D/ ROVE ®/C v O
FLEISCHER O O SPELLINGS ol I]/ O
GERSON O O  CLERK ] -
GONZALES p/c I/ O u 0O
HAGIN O O O O
HAWKINS in O O O

REMARKS: ' o

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY. THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



EXECUTIVE OFFICE OF THE PRES!DENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

THE DIRECTOR v ‘ August 15, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT: . Enrolled Bill H.R. 309 - Guam Foreign Ihvestment Equity Act
Sponsor - Del. Underwood (D) Guam

Last Day for Action

© August 24, 2002 - Saturday -

Purpose
Requires the government of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United

States and foreign nations.

Agency Re_commendations

| Office of Management and Budget Approval
Department of the Interior o Approval
Department of the Treasury - Approval
Department of Justice No objection (Informally)
Department of State ‘ No objection (Informally)
Department of Labor No comment (Informally)
Diséussion

Guam is an unincorporated territory of the United States, and its residents are citizens of

~ the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes '
foreign investors at the 30 percent rate. ' :




The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treaties
with foreign countries. '

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam, and
bolster its economy."

We join the D¢partrhents of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

me MQ
Mitchell E. Daniels, Jr. A

Director

Enclosures
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EXECUTIVE OFFICE OF THE PRESIDENT  » & = ool
OFFICE OF MANAGEMENT AND BUDGET :
WASHINGTON,; D.C. 20503

THE DIRECTOR : - August 15, 2002

MEMORANDUM FOR THE PRESIDENT

- SUBJECT:  Enrolled Bill H.R. 309 - Guam Foreign Investment Equity Act
Sponsor - Del. Underwood (D) Guam

. Last Day for Action
Au\gust 24,2002 - Saturday
Purpose -
Requires the govémment of Guam to tax foreign investors at the same reduced Federal
~income tax rates which they are subject to in the 50 States under tax treaties between the United

States and foreign nations.

Agency Recommendations

Office of Management and Budget : Approval

Department of the Interior \ Approval

Department of the Treasury : Approval - - _

Department of Justice No objection (Informally)
y Department of State ‘ T ~ No objection (Informally)

Department of Labor o - No comment (Informally)

Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate. ‘



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically

.lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes: in the 50 States under U.S. tax treaties
with foreign countries.

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
‘under Guam law. The Department of the Treasury advises that this provision "prevents the
" inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
- States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R: 309 would level the playlng field for Guam, and
bolster its economy."

We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

WEB—2)
Mitchell E. Daniels, Jr.
Director

Enclosures

\



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

'THE DIRECTOR August 15, 2002

MEMORANDUM FOR THE PRESIDENT

- SUBJECT:  Enrolled Bill' H.R. 309 - Guam Foreign Investment Equity Act
Sponsor - Del. Underwood (D) Guam

Last Day for Action

August 24, 2002 - Saturday

Purpose
Requires the government of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United

States and foreign nations.

Agency Recommendations

Office of Management and BUdget - Approval

Department of the Interior o Approval

Department of the Treasury - Approval

Department of Justice _ No objection (Informally)

Department of State - No objection (Informally)

Department of Labor _ - No comment (Informally)
Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate. ’ :



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
~ considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treaties
with foreign countries. ' -

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam, and

-bolster its economy."

We joih the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

Mitchell E. Daniels, Jr,,"

Director’

Enclosures



EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C' 20503

THE DIRECTOR .August 15, 2002

MEMORANDUM FOR THE PRESIDENT

' SUBJECT:  Enrolled Bill H.R. 309 - Guam Foreign Investment Equity Act
’ Sponsor - Del. Underwood (D) Guam

Last Day for Action

August 24, 2002 - Saturday

Purpose
Requires the government of Guam to tax forei gn investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United :

States and foreign nations.

Agency Recommendations

Office of Management and Budget ; ~ Approval

Department of the Interior . ‘ Approval

Department of the Treasury o Approval

Department of Justice , _ No objection (Informally)

Department of State. - No objection (Informally)

Department of Labor ‘ No comment (Informally)
Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
‘Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
~ and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate. '

OFFICE OF MANAGEMENT AND BUDGET



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically -
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the -
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.

 non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as

part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treaties
with foreign countries.

The enrolled bill would prohibit Guam from applymg the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation." '

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam, and

‘bolster its-economy."” ’ - ‘

We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

WZ’MQ

Mitchell E. Daniels, Jr.
Director

Enclosures



SS/ RM NO.

518664

WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15-02, 11:00 PM  ACTION/ CONCURRENCE / COMMENT DUE BY: . 8-16-02, 5:00 PM

- Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

| CTION FYI ACTION  FYI
VICE PRESIDENT E/ O  HUBBARD | O 0O
CARD [l/ 0  IRASTORZA o o}
BARTLETT - - I/ o JOHNSON O L
BLAKEMAN O O  LNDSEY O u}
BOLTEN ' [/ O MARBURGER O O
BRIDGELAND O O MERS O &1
CALIO | D/ [l  RICE O o
CONNAUGHTON I!/ O  RIDGE O O
DANIELS . V ROVE E/ El
FLEISCHER o O SPELLINGS I]/ O -
GERSON O O CLERK O i
'GONZALES [E/ an _ O | O
HAGIN O 0 O O
'HAWKINS O O O O

REMARKS:

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
- PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY. THANK YOU. ' ‘

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

o THE DIRECTOR | | g : August 15, 2002

'MEMORANDUM FOR THE PRESIDENT

SUBJ ECT: . Enrolled Bill H. R. 309 - Guam Foreign Investment Equlty Act
Sponsor Del Underwood (D) Guam .

Last Day for Action =-

August 24, 2002 - Saturday
~Purpose |
Requires the govefnment of Guam to tax foreign investors at the same reduced Federal

income tax rates which they are subj ect to in the 50 States under tax treaties between the United
- States and foreign nations. . "

Agency Recommendations

Office of Managément and Budget o -~ Approval

Department of the Interior : A Approval

Department of the Treasury - N , o Approval

Department of Justice = - } o No objection (Informally)

Department of State - , No objection (Informally)

Department of Labor - , - No comment (Informally) -
Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. -Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate. ”



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," 1.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treatles \
with foreign countries.

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law.  The Department of the Treasury advises that this provision "prevents the
Inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing ﬁeld for Guam, and
bolster its economy."

We j\oin the D‘epartments’ of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

’.WZ’Q%JQQ

Mitchell E. Daniels, Jr.
Director

Enclosures
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WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15- 02 11‘00 PM  ACTION/ CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00 PM

Subjéct ENROLLED BILL H R. 309 GUAM FOREIGN INVESTMENT EQUITY ACT

ACTION - FYI ACTION = FYI
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CALO D/ 'O  RICE N N
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REMARKS |

PLEASE SEND COMMENTS TO JOHN BURNIM EXT. 57302 FAX 55691, NO LATER THAN 5:00
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY THANK YOU.

RESPONSE: -

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702




EXECUTIVE OEFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON D.C. 20503

. THE DIRECTOR B August 15, 2002

MEMORANDUM' VFOR THE PRESIDENT

SUBJECT: | Enrolled B111 H.R. 309 - Guam Forelgn Investment Equ1ty Act
- Sponsor - Del Underwood (D) Guam

Last Day for Action

August 24, 2002 - Saturday

i)LII POSse

Requires the government of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United
States and foreign nations. :

" Apency Recommendations

Office of Management and Budget o .‘ Approval

Department of the Interior | : - Approval

Department of the Treasury ; _ Approval ’ ‘

Department of Justice s “No objection (Informally) -

Department of State .~ .. " Noobjection (Informally)

Department of Labor -~ - - No comment (Informally)
Discuésion

‘Guam is an unincorporated territory of the United States; and its residents are citizens of

- the United States. Guam is govemed by an organic act approved by Congress. The Organic Act
* of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-

* resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code Guam taxes
foreign investors at the 30 percent rate.



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources-Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treatles

~with foreign countries.

The enrolled brll ‘would prohibit Guam from applying the 1ower treaty tax rates to foreign -
investors that invest in Guam entities that have received tax rebates in any grven taxable year
under Guam law. The Department of the Treasury advises that thrs provision "prevents the
inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the,
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H R. 309 would level the playlng ﬁeld for Guam, and
bolster its economy." -

© We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

W ZMQ
-Mitchell E. Daniels, Jr.
Director

Enclosures
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WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15-02, 11:00 PM __ ACTION / CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00.PM

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT
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REMARKS:-

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT 57302, FAX 55691, NO LATER THAN 5: 00
PM FRIDAY 8-16-02, WITH COPY TO STAFF SECRETARY THANK YOU.

No oMMENT

RESPONSE:

9h LW 91 S
\ l]

\—1 i qUJZ
Harriet E. Miers
J i ‘ Asslstant to the President
"3 and Staff Secretary
Ext. 62702
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WHITE HOUSE STAFFING MEMORANDUM bﬁt /}‘

Bate: 8-15-02, 11:00 PM ACTION / CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00 PM

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT "U¥ B 16 4

ACTION FYI | ACTION  FYi
VICEPRESIDENT & _ [  HUBBARD | O O
'CARD l/ 00  IRASTORZA O
| BARTLETT 1/ [0  JOHNSON O u
BLAKEMAN O O LINDSEY -0 O
BOLTEN [/ O MARBURGER 0 O
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CALIO D/ O RICE O O
CONNAUGHTON !D/ O  RDGE O O
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GERSON O [0  CLERK O >
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HAGIN O O O O
HAWKINS O O o 0O

REMARKS: . ‘

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY. THANK YOU.

(/\)b C_QYY\%(\,Q‘.& 2

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702
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WHITE HOUSE STAFF ING MEMORANDUM

‘Date: 8-15-02,11:00 PM_ ACTION I CONCURRENCE | COMMENT DUE BY: 8- 16-02 5 00

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

| ACTION FYI | - - ACTION FYI
VICE PRESIDENT & O  HUBBARD O O
CARD : I/ [0  IRASTORZA al
BARTLETT ﬁ-ﬁ I/ O JOHNSON a O
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PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
PM FRIDAY 8-16-02, WITH COPY TO STAFF SECRETARY THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702°



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

“THE DIRECTOR o ‘August 15,v 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill HR. 309 Guam Fore1gn Investment Equity Act‘
o Sponsor Del. Underwood (D) Guam = .-

Last Day for Action

August 24, 2002 - Saturday

/

- Purpose

_ Requires the government of Guam to tax foreign investors at the same reduced Federal
~ income tax rates which they are subject to m the 50 States under tax treaties between the United
States and foreign nations. '

Agency Recommendations

Office of Management and Budget ' Approval

. Department of the Interior - ) Approval

‘Department of the Treasury = k . Approval
Department of Justice =~~~ " 'No objection (Informally)
Department of State ' ; ~_ No objection (Informally)
Department of Labor ' A S No comment (Informally)

- Discussion

" Guam is an unincorporated territoryof the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act

~of Guam applies the income tax laws in force in the United States to Guam in-the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty -
and other periodic income derived from their investments in the United States. Since the Guam
‘territorial income tax is requlred to mirror the Federal Intemal Revenue Code, Guam taxes
foreign investors at the 30 percent rate.



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the

~ income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treaties

with foreign countries.

The enrolled bill would prohibit Guam from applying.the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation." :

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign

- investors." The Department states that "H.R. 309 would level the playing field for Guam, and

bolster its economy."

We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by Voice vote and the Senate by unanimous consent.

A SQM;QQ
Mitchell E. Daniels, Jr.
Director

Enclosures
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WHITE HOUSE STAFF ING MEMORANDUM

Date: 8-15-02, 11:00 PM_ ACTION / CONCURRENCE / COMMENT DUE BY 8- 16-02 5: 00 PM

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

"ACTION FYI “ ACTION _ FYI

| VICE PRESIDENT E/ O  HUBBARD o O
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REMARKS

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00 |
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY THANK YOU.

RESPONSE:

Harriet E. Miers

L ‘
‘
Assistant to the President

“ - and Staff Secretary
Ext. 62702



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503, .

v

THE DIRECTOR ' . : August 15, 2002

MEMORANDUM F OR THE PRESIDENT

"SUBIJECT: Enrolled Bill H. R 309 - Guam Foreign Investment Equity Act
’ Sponsor Del. Underwood (D) Guam

Last Day for Action

N

August 24, 2002 - Saturday

/

~ Purpose

Requires the government of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treatles between the United
States and foreign nations. : ‘ '

Agency Recommendations _

Office of Management and Budget ‘ ~ Approval

Department of the Interior . | - "prprovalA

Department of the Treasury - Approval

Department of Justice - ~ - No objection (Informally)

Department of State .~ o = No objection (Informally)

Department of Labor S \ -~ No comment (Informally)
Discussion -

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a_ '
Guam territorial income tax. The Fedéral Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code Guam taxes
forelgn investors at the 30 percent rate. '



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not :
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

“H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i. e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treaties
with foreign countries. :

The enrolied bill would prohibit Guam from applying the lower treaty tax rates to foreign
mvestors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the
inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations-

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playmg field for Guam, and
bolster its economy :

We join the Departments of the Interior and the Treasury in recommendmg approval of |
H.R. 309, which passed the House by v01ce vote and the Senate by unanimous consent.

W 2’(9%.&9
I\ditchell E. Daniels, Jr.
Director :

Enclosures
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WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15-02, 11_:00 PM  ACTION/CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00 PM

s
R

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

| ACTION  FYI ACTION  FYI
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REMARKS:

PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY. THANK YOU.

[EQ gk

RESPONSE: - | | () e @fwl -

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



Act , , . .
* SEC. 2. AMENDMENT TO THE ORGANIC ACT OF GUAM, -

One Nundred Seoenth Congress
o ofthe
~ Vnited States of America

| " ‘AT ‘T;HE‘SEcb_N/D SESS\IO'N'

Begun and he»ld'avt the Ci‘ty_o.f sthing;on on Wednesday, -
" the twenty-third day of Ja’nuary? two thousand and two

To provide for the determination of withh'rolding‘tarx rates under the Guam income

tax, -

Be it enacted by the Senate and House' of Representatives of
the United States of America in Congress assembled, o

'SECTION 1, SHORT TITLE, - o

,”Thisb Act may be cited as the “Guam'Foreigin‘Investment Equity -

(a) IN GENERAL.—Subsection (d) of ~section 31 of the Organic
Act of Guam (48 U.S.C. 1421i) is amended by adding at the end
the following new paragraph: - S : '

~.“(8) In applying as the Guam Territorial income tax the income-
tax laws in force in Guam pursuant to subsection (a) of this section,

‘the rate of tax under sections 871, 881, 884, 1441, 1442, 1443,

1445, and 1446 of the Internal Revenue Code of 1986 on any
item of income from sources within Guam shall be the same as
the rate which would apply with respect to such item were Guam
treated as part of the United States for purposes of the treaty

-~ obligations of the United States. The preceding sentence shall not
‘apply to determine the rate of tax on any item of income received

from a Guam payor if, for any taxable year, the taxes of the

Guam payor were rebated under Guam law, For purposes of this

subsection, the term ‘Guam payor’ means the person from whom

the item of income would be deemed to be received for purposes

gf claiming treaty benefits were Guam treated as part of the United
tates.”, : i s

(b) EFFECTIVE DATE.—The amendment made by sﬁbsection (a)’-’b,

‘shall apply to amounts paid after the date of the enactment of

the Act. -

Spea_kér of the House of Represéntatives.

Vicé President of the'Unitéd Staies and j
. President of the Senate.




Calendar No. 437

" REPORT

- 107TH CONGRESS ‘
SENATE . =~ 107-172

2d Session

GUAM WAR CLAIMS REVIEW COMMISSION ACT

. JUNE 24, 2002—Ordered to be printed

- Mr. BINGAMAN, from the Committee on Energy and Natural
Resources, submitted the following -

REPORT
[To accompany H.R. 308].

The Committee on Energy and Natural Resources, to which was
referred the Act (H.R. 308) to establish the Guam War Claims Re-
“view Commission, having considered the same, reports favorably
thereon without amendment and recommends that the Act do pass.

PURPOSE

The purpose of H.R. 308 is to establish a Federal commission to -
" determine whether there was parity between the war claims paid
to residents of Guam compared with those paid to similarly af-
fected United States citizens or nationals in other areas occupied
by Japanese military forces during World War II, and to advise
Congress whether additiondl compensation may be necessary.

BACKGROUND AND NEED

On December 8, 1941, military forces of the Emplre of Japan in-
vaded Guam and seized control of the island. At the time, Guam
was an unincorporated territory of the United States administered
by the United States Navy. Its 22,000 residents were United States
nationals. The residents of Guam suffered ‘personal injury, forced
labor, forced marches, internment, and  executions. Yet they re-
mained loyal to the United States and nsked then' hves to support
the allied war effort.

Efforts to compensate the res1dents of Guam for their suffering
began shortly after the end of hostilities. The Guam Meritorious
Claims Act of November 15, 1945 authorized the Secretary of the
Navy to appoint a claims commission to pay war claims not in ex-
cess of $5,000. The commission had to forward claims in excess of
.$5,000 to Congress which had to approve them. The Act required

99-010



9 ‘
claims to be filed within one year. The short time .frame for filing
claims may have prevented deserving clalmants from receiving
compensation.

In 1947, the Secretary of the Navy sent a commission headed by
Ernest M. Hopkins to assess the war claims payment situation on
Guam, among other things. The Hopkins commission recommended
that new legislation be enacted to provide for the payment of
claims up to $10,000, but no action was taken on the commission’s
recommendations.

The War Claims Act of 1948 prov1ded compensation for “civilian
American citizens™ captured on Guam or any other territory or pos-
session of the United States attacked or invaded by Japan. It did
not, however, provide compensation for the residents of Guam, who
were United States nationals, but not “American citizens,” prior to
1950. Congress amended the War Claims Act in 1962 to extend
compensation to United States nationals for property loss, but spe-
'alﬁcally excluded claims for property located on- the 1sland of

uam

In view of the patchwork of war claims laws which prov1ded dif-
ferent treatment for different groups of persons at different times,
H.R. 308 is needed to examine whether the relief provided to the
residents of Guam was on a par with that provided:to similarly af-
fected United States ‘citizens or nationals in other; areas occupied -
by the military forces of the Empire of Japan. ‘1

LEGISLATIVE HISTORY

H.R. 308 was introduced by Representative Underwood on Janu-
ary 30, 2001 and referred to the House Committee on Resources.
The House of Representatives passed the bill by voice vote on
March 13, 2001.

During ‘the 106th Congress, the House of Representatlves passed
‘a similar measure, H.R. 755. It was referred to the Committee on
Energy -and Natural Resources in the Senate. A similar measure,
S. 524, which was introduced by Senator Inouye, was referred to
the Committee on Judiciary. No further action was taken on either
H.R. 755 or S. 524.

The Committee on Energy and Natural Resources held a hearing
on H.R. 308 on July 27, 2001. The Committee considered H.R. 308
at its business meetmg on June 5, 2002, and ordered the bill favor-,
ably reported :

COMMITTEE RECOMMENDATION

The Senate Comrmttee on Energy and Natural Resources, in
open business session on June 5, 2002, by a voice vote of a quorum
present, recommends that the Senate pass H.R. 308 without
amendment. ‘ ‘

' SECTION-BY-SECTION ' i

Section 1 provides a short title.

Section 2 establishes the Guam War Claims Rev1ew Commission
and provides for the appointment and compensatlon of its mem-
bers.

Section 3 authorizes the Commission to appoint an executive di-

rector and other employees. In accordance with sectn‘on 3161 of title
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5, United States Code, the executive director and other employees
are in the excepted service of the civil service.

Section 4 directs the Secretary of the Interior to provide the
Commission with administrative support services on a reimburs-
able basis.

Section 5 prescribes the duties of the Commission.

Section 6(a) authorizes the Chairman of the Commission to exer-
cise its executive and administrative powers and to delegate such
powers to the Commission’s staff.

Section 6(b):authorizes the Comnnssmn to hold heanngs and ad—
minister oaths and affirmations.

Section 6(c) authorizes the Commission to procure the temporary
and intermittent services of experts and consultants. - -

Section 6(d) authorizes the head of any Federal department or
agency to provide support to the Commss1on in carrying out its du-
ties.

Section 7 provides that the Commission will terminate 30 days
after it submits its report to Congress. .

A Section 8 authorizes $500 000 to be appropnated to carry out the
ct.

COST AND BUDGETARY CONS]:DER.ATIONS

The followmg estimate of the costs of this measure has been pro-
vided by the Congressional Budget Office:

‘U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, June 14, 2002.

- Hon. JEFF BINGAMAN,
Chairman, Committee on. Energy and Natural Resources,
US. Senate Washington, DC.

DEAR MR. CHATRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H'R. 308, the Guam War
Claims Review Commission Act.

- If you wish further details on this estimate, we wﬂl be pleased
to provide them. The CBO staff contact is Matthew Plckford
_ Sincerely,
Barry B. ANDERSON
(For Dan L. Crippen, Director).

Enclosure.

H.R. 308—Guam War Claims Review Commission Act

H.R. 308 would establish the Guam War Claims Review Commis-
sion to consider restitution for those individuals who resided on the
island of Guam, a territory of the United States, during its occu é)
tion by the Japanese in World War II. Under H.R. 308, the
commission members would establish eligibility requu‘ements, de-
termine the number of individuals who meet such requirements,
and estimate the total amount that would be necessary to ade-
quately compensate them for damages suffered during Japan’s oc-
cupation. The commission would have nine months to report its
findings to the Congress. To fund the costs of the comzmssmn the
act would authorize the appropriation of $500,000.

Assuming appropriation of the authorized amount, CBO esti- -
mates that mplementmg H.R. 308 would cost $500, 000 in fiscal



year 2003. Because the act would not affect direct spending or re-
~ceipts, pay-as-you-go procedures would not apply. The act does not
~authorize the payment of restitution; such authority would require
“a separate act of the Congress. H. R, 308 contains no intergovern-
mental or private-sector mandates as defined in the Unfunded
- Mandates Reform Aect and would have no s1gmﬁcant impact on the
budgets of state, local, or tribal governments.
_ The CBO staff contact for this estimate is Matthew Pickford.
~This estimate was approved by Peter H. Fontame Deputy Assist- -
~ant Director for Budget Analysis. S | '

- REGULATORY IMPACT EVALUATION | 4

In comphance with paragraph 11(b) of rule XXVI of the Standmg

Rules of the Senate, the Committee makes the following evaluation

' (I)-If 1t{he rggulatory 1mpact which would be mcurred in carrymg out
30

The bill is not a regulatory measure in the sense of imposing

“Government established standards or significant econom1c respon-
sibilities on private individuals and businesses. ‘»

Any additional personal information (other than information al-
ready available in existing archives) will be collected on a’vol-
untary basis. Therefore, there should be no adverse impact on per-
sonal privacy. :
. Little, if any addmonal paperwork would result from the enact-
ment of H.R. 308..

|
EXECUTIVE COM:MUNICATIONS B

On July 25 2001, the Committee on Energy and Natural Re-
sources requested leglslatlve reports from the Department of the
Interior and the Office of Management and Budget setting forth ex-
ecutive views on H.R. 308. These reports have not been received at -
the time the report was filed. The testimony provided by the De-
partment of the Interior at the Committee hearing followS'

STATEMENT OF CHRISTOPHER KEARNEY, DEPUTY ASSISTANT
SECRETARY FOR POLICY AND INTERNATIONAL AFFAIRS
DEPARTMENT OF THE INTERIOR

Mr. Chairman and members of the Comxmttee, it is a
pleasure for me to appear before you today to discuss the
Administration’s views on H.R. 308—the Guam War
‘Claims Rev1ew Commission Act.

“H. R. 308—GUAM WAR CLAIMS REVIEW COMMISSION ACT

~ H.R. 308, the Guam War Claims Review Commission
Act, would establish a five-member commission to: (1) Ex-
amine whether or not Guam War Claims compensation -
paid to residents of Guam was on parity with compensa-
tion provided to United States citizens or nationals in ter- -
ritory occupied by the Imperial Japanese military forces

. during World War II, (2) advise on additional compensa-
tion for the people of Guam, and (3) submit a report, in-
cluding comments and recommendations, within - nine
months to the Secretary of the Intenor and relevant con-
gressmnal commttees : _




‘Background

Hours -after ‘December 7 1941 attack on Pearl Harbor,
the Japanese attacked and captured Guam. The Japanese
were in full control of Guam until 1944. The people of
Guam suffered during the occupation. Yet, they remained
loyal to the United States, often risking their own personal

safety to aid the American war effort and American mili-

tary personnel left on the island. ~

In recognition of the suffering of these United States na-
tionals, the first war claims act passed by the Congress
was for Guam. It was called the Guam Meritorious Claims .
Act of November 11, 1945. It authorized the formation of .
a claims commission to make payments not to exceed
$5,000 for damage, loss or destruction of public or private
property resulting from hostilities or hostile occupation or -
non-combat activities of United States armed forces or ci-
vilian personnel. If a’claim exceeded $5,000 or was’ for
death or personal injury, it was to be forwarded to the
- Congress for payment out of appropriations. -

In early 1947, a delegation headed by Ernest M. Hop-
kins was sent by Secretary of the Navy James V. Forrestal
to assess the war claims payment situation on Guam,
which was administered at the time by the Navy. The
March 25, 1947 Hopkins delegatlon report stated: '

The Guamanian people rendered héroic service
to the Nation in the recent war and displayed
great courage, fortitude and loyalty. Such services,
equivalent to service on the field of battle, should

- be recognized both collectlvely and in specific
cases, individually. ‘

- The. Hopkms delegatlon called for leglslatlon to pay all
claims “on the ‘spot” in Guam, including death and per-
sonal injury, and raising the limit to $10,000. The Hopkins
authors also recommended further relief for any person
who had voluntarily reduced his claim to $5,000. No action
was taken on the Hopkins report. '
A year later, the Congress passed the War Claims Act
of 1948, Among other prowsmns was one to compensate
“civilian American citizens” who were captured at Midway,
Guam, Wake Island, the Philippine Islands, or any terri-
tory or possession of the United States attacked or invaded
by the Imperial Japanese Government. Payments were
made to persons who were interned by the Japanese and
to widows and children of persons who died in internment."
Virtually all the residents of Guam were “nationals” of the
United States at that time, but not “citizens.” Thus, the
1948 Act did not apply to most World War II residents of
Guam. :
The 1962 amendment to the War Claims Act of 1948
provided for payments to “nationals of the United States”
for loss, destruction, or damage to property “except the Is-
" land of Guam.” The 1962 amendments did not compensate .
. for death or personal injury, except on the high seas. -
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What ‘we have here is a patchwork of war clalms laws
focusing on differing groups of persons at differing times
with relief for differing categones of suﬂ’enng

Admznzstratzon position .

" The Administration supports HR. 308, w1th a change
that I will address shortly. :

We believe that the central reason for this legislation is
reflected in item (4) of section 5 of the bill. Item (4) calls
for a commission to determine ‘whether or not there was
parity - of war claims paid to residents of Guam as com-
pared with awards paid to other similarly affected United

' States citizens or nationals in territory occupied by the Im-
perial Japanese military forces during World War II. Ex-
amination of the history of war claims payments is war-
ranted given questions involving the administration of the
Guam Meritorious Claims Act and subsequent claims acts.
By examining the payments under the various acts, the
commission will be able to determine how claimants on
Guam fared vis-a-vis United States citizens and other na-
tionals with regard to different categories of suffermg and
deprivation for which awards were made.

I would now like to turn to item (5) of section 5, the one
key area of concern we have with the bill. The term * “peo-
ple of Guam” and the listing of categories in item (5) would
introduce new language not included in existing World
War II war claims acts. Moreover, item (5) is redundant of
item (6), which directs the commission to issue a report,

mcludmg any comments and recommendations for. ac-
tion.” If the commission believes that “additional com-
pensation” should be paid, based on analysis of the World
War II war claims laws and information from Guam, it can

- include such a recommendation in its report. The Adminis-
tration, therefore, suggests that item (5) of sectlon 5 of
H.R. 308 be removed from the bill.

CHANGES IN EXISTING LAW

In comphance w1th paragraph 12 of rule XXVI of the Standmg
Rules of the Senate, the Committee notes that no changes in exist-
ing law are made by H.R. 308 as ordered reported. i

.0




107TH CONGRESS REPORT
1st Session HOUSE OF REPRESENTATIVES 107-48

GUAM FOREIGN INVESTMENT EQUITY ACT

APRIL 24, 2001.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. HANSEN, from the Committee on Resources,
submitted the following

REPORT

[To accompany H.R. 309]

[Including cost estimate of the Congressional Budget Office]

The Committee on Resources, to whom was referred the bill
(H.R. 309) to provide for the determination of withholding tax rates
under the Guam income tax, having considered the same, report fa-
:llorab]y thereon without amendment and recommend that the bill

0 pass.

PURPOSE OF THE BILL

The purpose of H.R. 309 is to provide for the determination of
withholding tax rates under the Guam income tax.

BACKGROUND AND NEED FOR LEGISLATION

Under the U.S. Internal Revenue Code, there is a standard 30%
State income tax rate for foreign investors in the United States.
Since Guam’s territorial tax law mirrors the rate established under
the U.S. Code, the territorial income tax rate for foreign investors
in Guam is 30%.

It is a common feature of tax treaties negotiated by the U.S. to
provide for lower tax rates on investment income for the other
countries’ investors. Unfortunately, Guam is not included in any of
these treaty definitions as being part of the “United States.” Such
omissions have adversely impacted Guam since 75% of Guam’s
commercial development is funded by foreign investors. As an ex-
ample, under a treaty with Japan, the rate at which states may tax
Japanese investors is 10%. That means while a Japanese investor’s
income would be taxed at a rate of 10% in any of the fifty states,
télat same investor’s income would be taxed at a rate of 30% in

uam.
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In the 106th Congress, the House passed almost identical lan-
guage to H.R. 309 in Section 3 of the Guam Omnibus Opportunities
Act (H.R. 2462). However, while under consideration by the Senate,
the Treasury Department raised concerns that the provision would
allow foreign investors who benefit from Section 3 to simulta-
neously benefit from other tax rebates under Guam territorial law.
H.R. 309 reflects language which addresses this concern.

H.R. 309 amends the Organic Act of Guam to provide the govern-
ment of Guam with the authority to tax foreign investors at the
same rates as states under U.S. tax treaties with foreign nations
since Guam cannot change the withholding tax rate on its own
under current law. The Committee finds that the imposition of the
withholding tax of 30% on foreign investors reflected in the U.S.
“mirror- image” tax system of the government of Guam hampers
the island’s ability to expand its economy. The Committee notes
that if U.S. treaties included U.S. insular areas in defining the
United States in future negotiated treaties then Guam would be
able to benefit from other economic opportunities afforded to the 50
states.

COMMITTEE ACTION

H.R. 309 was introduced on January 30, 2001, by Congressman
Robert A. Underwood (D-GU). The bill was referred to the Com-
mittee on Resources. On March 28, 2001, the Full Resources Com-
mittee met to consider the bill. No amendments were offered and
the bill was ordered favorably reported to the House of Representa-
tives by voice vote.

COMMITTEE OVERSIGHT FINDINGS AND RECOMMENDATIONS

Regarding clause 2(b)(1) of rule X and clause 3(c)(1) of rule XIII
of the Rules of the House of Representatives, the Committee on Re-
sources’ oversight findings and recommendations are reflected in
the body of this report.

CONSTITUTIONAL AUTHORITY STATEMENT

Article I, section 8 and Article IV, section 3 of the Constitution
of the United States grant Congress the authority to enact this bill.

CompLIANCE WiTH Houste RULE XIII

1. Cost of Legislation. Clause 3(d)(2) of Rule XIII of the Rules of
the House of Representatives requires an estimate and a compari-
son by the Committee of the costs which would be incurred in car-
rying out this bill. However, clause 3(d)(3)(B) of that rule provides
that this requirement does not apply when the Committee has in-
cluded in its report a timely submitted cost estimate of the bill pre-
pared by the Director of the Congressional Budget Office under sec-
tion 402 of the Congressional Budget Act of 1974.

2. Congressional Budget Act. As required by clause 3(c)2) of rule
XIII of the Rules of the House of Representatives and section
308(a) of the Congressional Budget Act of 1974, this bill does not
contain any new budget authority, spending authority, credit au-
thority, or an increase or decrease in revenues or tax expenditures.
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3. General Performance Goals and Objectives. This bill does not
authorize funding and therefore, clause 3(c)(4) of rule XIII of the
Rules of the House of Representatives does not apply.

4. Congressional Budget Office Cost Estimate. Under clause
3(c)(3) of rule XIII of the Rules of the House of Representatives and
section 403 of the Congressional Budget Act of 1974, the Com-
mittee has received the following cost estimate for this bill from the
Director of the Congressional Budget Office:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, March 30, 2001.
Hon. JAMES V. HANSEN,
Chairman, Committee on Resources,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 309, the Guam Foreign
Investment Equity Act. v
~ If you wish further details on this estimate, we will be pleased
to provide them. The CBS staff contacts are John R. Righter (for
federal costs) and Marjorie Miller (for the state and local impact).

Sincerely, ;
BARRY B. ANDERSON
(For Dan. Crippen, Director).

Enclosure.

H.R. 309—Guam Foreign Investment Equity Act

H.R. 309 would amend the Organic Act of Guam to require the
government of Guam to tax the earnings of foreign investors at the
same rates as those applied by the 50 states under U.S. tax trea-
ties with foreign countries. Because the bill would not affect federal
tax rates, CBO estimates that implementing H.R. 309 would have
no impact on the federal budget. Because the bill would not affect
direct spending or governmental receipts, pay-as-you-go procedures
would not apply.

H.R. 309 contains no private-sector or intergovernmental man-
dates as defined in the Unfunded Mandates Reform Act. The bill
would change the tax rate applied to income earned by foreign Gi.e.,
non-U.S. and non-Guamanian) investors under the Guam terri-
torial income tax. This change would allow income earned in Guam
by foreign investors to be taxed at the same rates as would apply
to such income earned in the 50 states—rates established by tax
treaties with foreign countries. In the short term, this change
would result in decreased revenues from the Guam territorial in-
come tax. In the long term, however, those losses could be offset
to the extent that increased foreign investment in the territory gen-
erates increased tax revenues.

Enactment of this legislation would have no significant impact on
the budgets of other state, local, or tribal governments.

The CBO staff contacts are John R. Righter (for federal costs)
and Majorie Miller (for the state and local impact). This estimate
was approved by Peter H. Fontaine, Deputy Assistant Director for
Budget Analysis.
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CoMPLIANCE WITH PuBLIC LAaw 1044
This bill contains no unfunded mandates.

PREEMPTION OF STATE, LOCAL OR TRIBAL LAwW
This bill is not intended to preempt any State, local or tribal law.

COMMITTEE CORRESPONDENCE

AcaNA, Guawm, April 4, 2001.

Hon. JAMES V. HANSEN,
Chairman, Committee on Resources,
Washington, DC.

DEAR CHAIRMAN HANSEN: I am writing in support of H.R. 309,
the Guam Foreign Investment Equity Act, which is scheduled for
committee markup on March 28 in the Committee on Resources.
This bill is supported by the Guam Chamber of Commerce and it
is a priority of my administration for Guam’s economic recovery.

The Guam Foreign Investment Equity Act would remove a dis-
parity that now exists wherein foreign investors may receive more
favorable tax treatment by investing in all fifty states and all the
other U.S. territories. Guam alone is unable to offer the same tax
withholding benefits that every state and territory are afforded
when a tax treaty is implemented between the United States and
a foreign government. H.R. 309 would amend the Organic Act of
Guam to establish lower withholding tax rates for foreign investors
on Guam so that this disparity is eliminated. We would no longer
be at a disadvantage in attracting foreign investments to our island
and we hope to be able to increase the investments in our tourism
infrastructure in the years to come to create new jobs.

With our current unemployment rate of 15% and a slowly recov-
ering economy (Guam is literally in Asia), H.R. 309 would be a new
tax incentive that we hope will result in new interest in Guam. We
had worked with Congressman Underwood and the previous ad-
ministration to craft the compromise language that is incorporated
in HR. 309, and we support the bill as it is now written. Thank
you for placing H.R. 309 on the markup calendar for March 28. I
hope that the Committee on Resources will recommend H.R. 309 to
the House for passage on the floor.

Sincerely,
CARL T.C. GUTIERREZ,
Governor of Guam.

GuaM CHAMBER OF COMMERCE,
Guam, March 23, 2001.

Hon. JAMES V. HANSEN,
Chairman, Committee on Resources, House of Representatives,
Washington, DC.

DEAR MR. CHAIRMAN: The Guam Chamber of Commerce is seek-
ing your vote in support of enactment of the Guam Foreign Invest-
ment Equity Act, HR. 309, introduced by our Washington Dele-
gate, Congressman Robert A. Underwood.

The Guam Foreign Investment Equity Act will provide Ameri-
cans in Guam with the same tax advantages long enjoyed by other
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Americans in our United States. It is also essential to the recovery
of our island economy.

The weakened Asian economies continue to weigh on Guam'’s
tourism industry, as prospective projects have become too marginal
given the effect withholding taxes have on projected returns. Con-
sequently, many long established businesses in Guam owned by
foreign investors have closed or will be closing soon. Investment
capital from Asian countries have funded more than three-fourths
of the commercial development on our island. Your vote for enact-
ment of the Guam Foreign Investment Equity Act will be respon-
sible to our need for immediate relief for it will address our major
problem of an extremely high rate of withholding tax on dimin-
1shing profits as well as debt repayment.

We are America in Asia, the closest U.S. destination to America’s
major trading partners in Asia, key markets for Guam’s tourism in-
dustry, our largest industry. H.R. 309 is critical to Guam’s future
development for it will expand our financial relationship with coun-
tries supportive of development opportunities on our island.

The Guam Chamber of Commerce has served the Guam commu-
nity for 77 years. Our membership manages sales volumes in ex-
cess of $2 billion that equates to 70% of Guam’s Gross Island Prod-
uct. We represent all sectors of Guam’s business community, with
small micro-businesses as our largest component totaling 48% of
member companies. We are a member of the U.S. Chamber of Com-
merce and the Asia-Pacific Council of American Chambers of Com-
merce,

A resolution adopted by the Board of directors stating our full
support of the Guam Foreign Investment Equity Act is enclosed for
your consideration.

Sincerely,
THOMAS P. MICHELS,
Chairman of the Board.
ELOISE R. BAza,
President.
Enclosure.

REsoLUTION ON THE GUAM FOREIGN INVESTMENT EQUITY ACT
ADOPTED BY THE BOARD OF DIRECTORS, GUAM CHAMBER OF COM-
MERCE

Whereas, since the inception of civil government in 1950 the peo-
ple of Guam has struggled with the “mirror image” application of
the Internal Revenue Code of the United States; and

Whereas, a significant barrier to foreign investment in Guam is
the statutory 30% withholding tax rate on dividends, interest and
other forms of passive income remitted to foreign investors from
their investment projects in Guam, a rate which Guam has no au-
thority to change; and

Whereas, Guam is at a serious disadvantage to other jurisdic-
tions in the United States in attracting foreign investment because
tax treaties between the United States and foreign nations in-
tended to balance the effective corporate tax rates between trading
countries, do not apply to Guam; Now therefore be it

Resolved, the Guam Chamber of Commerce recommends as es-
sential to Guam’s developing island economy, legislation permitting
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Guam to apply the same withholding tax rates as if Guam were
treated as part of the United States for purposes of the treaty obli-
gations of the United States as proposed in the Guam Foreign In-
vestment Equity Act; and be it further

Resolved, that the Guam Chamber of Commerce strongly en-
dorses the enactment of the Guam Foreign Investment Equity Act
introduced on January 30, 2001 as H.R. 309 by Delegate Robert A.
Underwood (Guam).

zoéilopted by the Board of Directors on the 23rd day of March,

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
e}ustmg law in whlch no change is proposed is shown in roman):

SECTION 31 OF THE ORGANIC ACT OF GUAM

SEC. 31. (a) The income-tax laws in force in the United States of
America and those which may hereafter be enacted shall be held
to be likewise in force in Guam: Provided, That notwithstanding
any other provision of law, the Leglslature of Guam may levy a
separate tax on all taxpayers in an amount not to exceed 10 per
centum of their annual income tax obligation to the Government of
Guam. ‘ ‘ v _

" ® * * R * * ' *

(dx1) * * *

* * ® * * * *

(3) In applying as_the Guam Territorial income tax the income-
tax laws in force in Guam pursuant to subsection (a) of this section,
the rate of tax under sections 871, 881, 884, 1441, 1442, 1443, 1445
and 1446 of the Internal Revenue Code of 1986 on any item of in-
come from sources within Guam shall be the same as the rate which
would apply with respect to such item were Guam treated as part
of the United States for purposes of the treaty obligations of the
United States. The preceding sentence shall not apply to determine
the rate of tax on any item of income received from a Guam payor
if, for any taxable year, the taxes of the Guam payor were rebated
under Guam law. For purposes of this subsection, the term “Guam
payor” means the person from whom the item of income would be
deemed to be received for purposes of claiming treaty benefits were
Guam treated as part of the United States.

* * * * * * *

O
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'WHITE HOUSE STAFFING MEMORANDUM
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Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT _
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PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY THANK YOU. :
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RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503.

THE DIRECTOR ) August 15, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R. 309 - Guam Foreign Investment Eqﬁity Act
Sponsor - Del. Underwood (D) Guam

Last Day for Action

~ August 24, 2002 - Saturday

Purpose

‘Requires the government of Guam to tax foreign investors at the same reduced Federal
~ income tax rates which they are subject to in the 50 States under tax treaties between the United
States and foreign nations.

Agency Recommendations

Office of Management and Budget ‘ Approval

Department of the Interior | - Approval

Department of the Treasury - : Approval :

Department of Justice o 'No objection (Informally)

Department of State N No objection (Informally)

Department of Labor 7 _ No comment (Informally)
Discussion

, Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate.



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According tothe
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the
income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treatles
with foreign countries. :

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any-given taxable year
under Guam law. The Department of the Treasury advises that this provision prevents the
inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam and
bolster its economy.” :

We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

MYE QAWLQQ
Mitchell E. Daniels, Jr.
Director

Enclosures
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EXECUTIVE OFEICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
. WASHINGTON, D.C. 20503

THE DIRECTOR » ‘ August 15, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R. 309 - Guam Foreign Investment Equity Act
. Sponsor - Del. Underwood (D) Guam

Last Dav for Action

August 24, 2002 - Saturday

- Purpose

Requires the government of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United
States and foreign nations.

. Agency Recommendations

Office of Management and Budget Approval

Department of the Interior ' ~Approval

Department of the Treasury -~ o Approval - :
Department of Justice g No objection (Informally)
Department of State No objection (Informally)
Department of Labor o ~ No comment (Informally)

Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a
Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from their investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes

foreign investors at the 30 percent rate. : )



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not

“considered part of the United States for purposes of any of those treaties, and, as a result, the
-1Income on fore1gn investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the

- Organic Act of Guam to require the government of Guam to apply to the earnings of fdreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as

part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal i income tax purposes in the 50 States under U.S. tax treatles

with fore1gn countries. : ‘

The enrolled b111 would prohibit Guam from applying the lower treaty tax rates to forelgn
investors that invest in Guam entities that have réceived tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision prevents the
mapproprlate use of Guam entities to avoid taxatlon

Conclusions and Recommendatlons

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
- investors." The Department states that "H.R. 309 would level the playmg field for Guam, and -
bolster its economy."

We join the Departments of the Interior and the Treasury in recommendmg approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

g% SQM;QQ
Mitchell E. Daﬁiels,_ Jr.

Director

Enclosures
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WHITE HOUSE STAFFING MEMORANDUM

Date: 8-15-02, 11:00 PM ACTION / CONCURRENCE / COMMENT DUE BY: 8-16-02, 5:00 PM

Subject: ENROLLED BILL H.R. 309, GUAM FOREIGN INVESTMENT EQUITY ACT

ACTION FYI | ~ ACTION FYI
VICEPRESIDENT & O HUBBARD O O
CARD Il/ [0 IRASTORZA O O
BARTLETT_ I/ [ JOHNSON N
BLAKEMAN 0O O  LNDSEY O O
BOLTEN I!/ [0  MARBURGER O O
BRIDGELAND O 0O  MERS O 7t
| cauio ‘ D/ 0 RICE O O
CONNAUGHTON [!/ [0 RIDGE =i O
DANIELS o E/ ROVE 2 O
FLEISCHER O O SPELLINGS—'_-M o |
GERSON O O CLERK o &
GONZALES [/ O a O
HAGIN O O O O
HAWKINS O 0O o o
REMARKS

- PLEASE SEND COMMENTS TO JOHN BURNIM, EXT. 57302, FAX 55691, NO LATER THAN 5:00
PM FRIDAY, 8-16-02, WITH COPY TO STAFF SECRETARY. THANK YOU.

N

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



EXEC_UTIVE OFFICE OF THE PRES!DENT
OFFICE OF MANAGEMENT AND BUDGET.
- WASHINGTON, D..C. 20503

THE DIRECTOR ‘ : August 15, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R. 309 - Guam Foreign Investment Equity Act
Sponsor - Del. Underwood (D) Guam

Last Dav for Action

" August 24, 2002 - Saturday

!

Pumo se .

Requires the govemmbent of Guam to tax foreign investors at the same reduced Federal
income tax rates which they are subject to in the 50 States under tax treaties between the United
States and foreign nations. :

Agency Recommendations

Office of Management and Budget - | Approval

Department of the Interior o Approval

Department of the Treasury Approval

Department of Justice No objection (Informally)

Department of State ‘ ' No objection (Informally)

Department of Labor : ~ No commernt (Informally)
Discussion

Guam is an unincorporated territory of the United States, and its residents are citizens of
the United States. Guam is governed by an organic act approved by Congress. The Organic Act
of Guam applies the income tax laws in force in the United States to Guam in the form of a

-Guam territorial income tax. The Federal Internal Revenue Code generally levies a tax on non-
resident aliens in the amount of 30 percent of the gross amount of interest, dividend, rent, royalty
and other periodic income derived from theéir investments in the United States. Since the Guam
territorial income tax is required to mirror the Federal Internal Revenue Code, Guam taxes
foreign investors at the 30 percent rate.



The United States has entered into bilateral tax treaties with over 60 nations which lower
the tax rate for investors from any nation that has entered into such a treaty. According to the
report of the Senate Energy and Natural Resources Committee on H.R. 309, the treaties typically
lower the tax rate from 30 percent to between 5 and 15 percent. However, Guam is not
considered part of the United States for purposes of any of those treaties, and, as a result, the

‘income on foreign investment continues to be taxed at the 30 percent rate in Guam.

H.R. 309 would lower the tax rate on foreign investment in Guam by amending the
Organic Act of Guam to require the government of Guam to apply to the earnings of foreign (i.e.
non-U.S. and non-Guamanian) investors the tax rates that would apply "were Guam treated as
part of the United States for purposes of the treaty obligations of the United States," i.e., the same
rates as those applied for Federal income tax purposes in the 50 States under U.S. tax treatles
with foreign countries.

The enrolled bill would prohibit Guam from applying the lower treaty tax rates to foreign
investors that invest in Guam entities that have received tax rebates in any given taxable year
under Guam law. The Department of the Treasury advises that this provision "prevents the

“inappropriate use of Guam entities to avoid taxation."

Conclusions and Recommendations

The Department of the Interior recommends approval of H.R. 309. In its views letter, the
Department notes that the current disparity between tax rates imposed by Guam and the United
States on foreign investments "has proven to be a disincentive for investment in Guam by foreign
investors." The Department states that "H.R. 309 would level the playing field for Guam, and
bolster its economy."

We join the Departments of the Interior and the Treasury in recommending approval of
H.R. 309, which passed the House by voice vote and the Senate by unanimous consent.

’W'Z’Q%J?Q

Mitchell E. Danaiels, Jr.
Director

Enclosures
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